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C .  The costbasefortheJune30thper-diemrateexcept as 
s p e c i f i e d  i n  t h i s  r u l e .  

( E )  RateAdjustments. The department may a l t e r  a f a c i l i t y ' s  per-diem 
r a t e  based on 

1. Courtdecisions; 

2 .  AdministrativeHearing Commission dec i s ions ;o r  

3 .  Determination desk fieldthroughaudits,audits and o ther  
means, mis representa t ions  theinwhich es tab l i shes  and/orinc lus ion  of 
unal lowablecostsinthecostreportusedtoestabl ishtheper-diemrate .  I n  
thesecasestheadjus tmentsha l lbeappl iedre t roac t ive ly ;  and 

4 .  Adjustmentsdetermined by thedepartmentwithouttheadviceof 
the  r a t e  adv i so ry  committee. 

A .  Prospective Payment Adjustment (PPA). A F i sca l  Year 1992 
PPA w i l l  beprovidedpr iortothe  endof t h e  s t a t e  f i s c a l  y e a r  f o r  n o n - s t a t e  
operated ICF/MR f a c i l i t i e s  w i t h  a currentprovideragreement on f i l e  withthe 
Division of MedicalServices as ofOctober 1, 1991.  

( I )  For providers  which qua l i fythe  PPA s h a l l  be the  
l e s so r  of -

Faci l i ty( a )  The provider ' s  Peer  Group Factor 
(FPGF) t imestheProjectedPat ient  Days(PPD) covered by theadjustmentyear 
timesthePros Pprospective Payment AdjustmentFactor (PPAF) t imesthenon-state 

IntermediateFacilityMentally Ceilingoperated Care the Retarded 
(ICFMRC) on October 1, 1991,  FPGF x PPD x PPAF x ICFMRC. Forexample: A 
providerhaving 920 (ninehundredtwenty)paiddaysfortheperiod May, 1991 
t o  J u l y  1991 out  of a t o t a lpa iddaysfo rth i s  same period of 28,561(twenty 
eightthousandfivehundredsixtyone)represents a FPGF of3.22%(three and 
twenty two hundredthspercent). So us ingthe  FPGF of3.22%(three and twenty 
two hundredthspercent) x 114,244(onehundredfourteenthousand two hundred 

(twenty (onefor tyfour)  x 24.5% four and f ivet en thspe rcen t )  x $156.01 
hundred f i f t ys i xd o l l a r s  andone cent )  = $140,659(onehundred fortythou­
sand s i x  hundred f i f t y  n i n e  d o l l a r s ) ;  o r  

(b) The provider FPGF times 145% (one hundred f o r t y  
f ivepercent)ofthe amount c red i t edtotheIn te rmed ia t e  Care Revenue Collec­
t ionCenter  (ICRCC) o ft h eS t a t eT i t l e  X I X  Fund (STF) fortheperiodOctober 
1, 1991 through December 31, 1991. 

(11) FPGF - is determined by usingeach ICF/MR f a c i l i ­
ty ' spa iddaysforthe  service da te s  in May, 1991throughJuly, 1991 asof 
Septem­
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ber 20, 1991 divided by the sum of the paid days for the same service dates 
for all provider's qualifying as of the determination date of October 16, 
1991. 

(111) ICFMRC - is $156.01 (one hundred fifty six dollars 
and one cent) on October1, 1991. 

(IV) PPAF - isequalto24.5%(twentyfourandfive 
tenths percent) for Fiscal Year 1992 which includes an adjustment for Econom­
ic Trends. 

(V) PPD - is the projection of 114,244 (one hundredfour­
teen thousand two hundred forty four) patient days made on October 1, 1991 
for the adjustment year. 

(F) Rate determination shall be based on a determination of reasonable 
and adequate reimbursement levels for allowable cost items described in this 
rule which are related to ordinary and necessary care for the level of care 
provided for an efficiently and economically operated facility. All provid­
ers shall submit documentation of expenses for allowable cost areas. The 
department shall have authority to require such uniform accounting and report­
ing procedures and forms as it deems necessary. A reasonable and adequate 
reimbursement in each allowable cost area will be determined by the advisory 
committee with the consent of the director. 

( 7 )  Allowable Cost Areas 

(A) Compensation of Owners 

1. Allowance of compensation of services of owners shall be an 
allowable cost area, provided the services are actually performed and are 
necessary services. 

2. Compensation shall mean the total benefit, within the limita­
tions set forth in this plan, by the owner of the services s/he renders to 
the facility including direct payments for managerial, administrative, profes­
sional and other services, amounts paid by the provider for the personal 
benefit of the owner, the cost of assets and services which the owner re­
ceives from the provider and additional amounts determined to be the reason­
able value of the services rendered by sole proprietors or partners and not 
paid by any method previously described. 

3 .  Reasonableness of compensation may be determined by reference 
to or in comparison with compensation paid for comparable institutions or it 
may be determined by the other appropriate means such as the Medicare and 
Medicaid Provider Reimbursement Manual (HIM-15) or by other means. 

4. Necessary services refers to those services that are pertinent 
to the operation and sound conduct of the facility, had the provider not 
rendered these services, then employment of another person(s)to perform the 
service would be necessary. 
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(C)Depreciation 

1. An appropriate allowance for depreciation on buildings, fur­
nishings and equipment which are part of the operation and sound conduct of 
the provider's business is an allowable cost item. Finder's fees are not an 
allowable cost item. 

2. Thedepreciationmustbeidentifiableandrecordedinthe 
provider's accounting records, based on the basis of the asset and prorated 
over the estimated useful life of the asset using the straight line method of 
depreciation from the date initially put into service. 

3 .  The basis of assets at the time placed in service shall be the 
lower of: 

(a) the book valueof the provider; 

(b) fair market value at the time of acquisition; 

(c) the recognizedIRS tax basis; 

(d) in the case of change in ownership, the cost basis of 
acquired assets of the owner of recordon or after July 18, 1984, as of the 
effective date of the change of ownership; or in the case of a facility which 

18, 1984, the owner at the timeentered the program after July of the initial 
entry into the Medicaid program. 

4 .  The basis of donated assets will be allowed to the extent of 
recognition of income resulting from the donation of the asset. Should a 
dispute arise between a provider and the Department of Social Servicestoas 
the fair market value at the time of acquisition of a depreciable asset and 
an appraisal by a third party is required, the appraisal cost will be shared 
proportionately by the Medicaid program and the facility in ratio to Medicaid 
recipient reimbursable patient daysto total patient days. 

5 .  Allowablemethodsofdepreciationshallbelimitedtothe 
straight line method. The depreciation method used for an asset under the 
Medicaid program need not correspond to the method used by a provider for 
non-Medicaid purposes; however, useful life shall be in accordance with the 
American Hospital Association's guidelines. Component part depreciation is 
optional and allowable under this plan. 

6 .  Historical cost is the cost incurred by the provider in acquir­
ing the asset and preparing it for use except as provided in this rule. 
Usually, historical cost includes costs that would be capitalized under gener­
ally accepted accounting principles. For example, in addition to the pur­
chase price, historical cost would include architectural fees and related 
legal fees. Where a provider has elected, for federal income tax purposes, 
to expense certain items such as interest and taxes during construction, the 
historical cost basis for Medicaid depreciation purposes may include the 
amount of these expensed items. However, where a provider did not capitalize 
these costs and has written off the costs in the year they were incurred, the 
provider cannot retroactively capitalize any part of these costs under the 
program. For Title XIX purposes and this rule, any asset costing less than 

State PlanTN# 91-48 Effective Date 
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five hundred dollars ($500) or having a useful life of one(1) year or less, 
may be expensed and not capitalized at the optionof the provider, or in the 
case of a facility which entered the program after July18, 1984,  the owner 
at the time of the initial entry into the Medicaid program. 

7. When an asset is acquired by trading in an existing asset, the 
cost basis of the new asset shall be the sum of undepreciated cost basisof 
the traded asset plus the cash paid. 

8 .  For the purpose of determining allowance for depreciation, the 
cost basis of the asset shall be as prescribed in (7)(C)3. 

9 .  Capital expenditures for building construction or for renova­
tioncostswhichareinexcessofonehundredfiftythousanddollars 
($150,000) and which cause an increase in a provider's bed capacity shall not 
be allowed in the program or depreciation base if these capital expenditures 
fail to comply with any other Federal or state law or regulation such as 
Certificate of Need. 

10. Amortizationofleaseholdrightsandrelatedinterestand 
finance costs shall not be allowable costs under this plan. 

(D) Interest and Finance Costs 

1. Necessaryandproperinterest on bothcurrentandcapital 
indebtedness shall be an allowable cost item excluding finder's fees. 

2.  Interest is the cost incurred for the use of borrowed funds. 
Interest on current indebtedness is the cost incurred for funds borrowed for 
a relatively short term. This is usually for such purposes as working capi­
tal for normal operating expenses. Interest on capital indebtedness is the 
cost incurred for funds borrowed for capital purposes such as acquisition of 
facilities and capital improvements and this indebtedness must be amortized 
over the life of the loan. 

3. Interest may be included in finance charges imposed by some 
lending institutions or it may be a prepaid cost or discount in transactions 
with those lenders who collect the full interest charges when funds are bor­
rowed. 

4 .  To beanallowablecostitem,interest(includingfinance 
charges, prepaid costs and discounts) must be supported by evidence of an 
agreement that funds were borrowed and that payment of interest and repayment 
of the funds are required, identifiable in the provider's accounting records, 
relating to the reporting period in which the costs are claims and necessary 
and proper for the operation, maintenance or acquisition of the provider's 
facilities. 

5. Necessary means that the interest be incurred for a loan made 
to satisfy a financial need of the provider and for a purpose related to 
recipientcare.Loans which result in excess funds or investments are not 
considered necessary. 

state PlanTN#, 91-48 Effective Date 
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6 .  Proper means t h a tt h ei n t e r e s t  beincurredat  a r a t en o ti n  
excessof what a prudentborrower would havehad t o  pay i n  t h e  money market 
ex is t inga tthet imetheloan  was made, and providedfurtherthedepartment 
sha l lno tre imburseforin te res t  and financecharges any amount inexcess of 
t h e  prime r a t e  c u r r e n t  a t  t h e  time the loan was obtained. 

p r o v i d e r s  by p ropr i e to r s ,7 .  I n t e r e s t  on loans t o  pa r tne r s  and 
any s tockholdersshal lnotbe an allowablecosti tembecausetheloansshall  
be t r ea t edasinves t edcap i t a l  and includedinthecomputation ofanallow­
ab lere tu rn  on owner 'snetequi ty .I f  a f a c i l i t yo p e r a t e d  by a r e l ig ious  
order  borrows from theorde r ,i n t e re s tpa idtotheorde rsha l l  be an allow­
ab le  cos t .  

8. Ifloansforcapitalindebtednessexceedtheassetcostbasis 
asdef inedinsubsec t ion(7) (C) ,thein te res tassoc ia tedwi ththepor t ion  of 
theloan or loans whichexceed t h e  asset cos tbas i s  as def inedinsubsec t ion  
(7)(C)shal lnotbeal lowable.  

9 .  Income from a provider ' s  re t i rement  sha l lqua l i f ied  fund  be  
excluded in consideration of the per-diem rate. 

10. A provider  amor t ize  charges ,  in te res tsha l l  f inance  prepa id  
and discountovertheperiodoftheloanratablyor by means oftheconstant  
r a t e  o f  i n t e re s t  method on the unpaid balance. 

11. 	 Usual and customary cos tsexc ludingf inder ' sfeesincur redto  
allowableobta inloanssha l lbet rea ted  as interestexpense and s h a l l  be 

costsovertheloanperiodratably or bymeans oftheconstantinterestap­
p 1plied method. 

1 2 .  Usual and customary c o s t ss h a l lb el i m i t e dt ot h el e n d e r ' s  
t i t l e  and record ingfees ,appra isa l  fees ,lega lfees ,  escrow fees  and c los ing  
c o s t s .  

13. In te res texpenseresu l tan t  from capi ta lexpendi turesforbui ld­
ingconstruct ionorforrenovat ioncosts  which a reinexcess  ofonehundred 
f i f t y  thousanddollars($150,000) andwhich causeanincreasein a bed capaci­
t y  by theprovidershal lnotbe anallowablecost item i f  suchcapitalexpen­
d i t u r e  f a i l s  t o  comply wi thotherfedera lors ta te  law orregulat ionssuchas 
C e r t i f i c a t e  of Need. 

( E )  Rental and Leases 

of buildings,1. Rental  and leasesland, furnishings and equip­
ment 	 areal lowablecostareasprovidedthattherented items arenecessary 

of assets.  fees not anand notinessence a purchasethose Finder 's  are 
a l lowablecost  item. 

2. Necessaryrental  and lease items are those which a r ep e r t i n e n t  
t o  t h e  economical operation of the provider. 

3.  I nt h e  case o fre l a t edpa r t i e s ,r en ta l  and lease amounts can­
not exceedthe lesser of those  which are actually paid or t h e  costs t o  t h e  
r e l a t ed  pa r ty .  . I 
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of adequate for4. reasonableDetermination and reimbursement 
r e n t a l  and lease  amounts,except i nthecaseo fre l a t edpa r t i e s  which is 
subjec ttoo therprovis ionsofth isp lan ,  may r e q u i r ea f f i d a v i t s  of compe­
ten t ,impar t ia lexper t s  who a re  f ami l i a r  w i th  the  cu r ren t  r en ta l s  and leases .  

5. The test ofnecessarycostsshal ltakeintoaccounttheagree­
ment between the  owner and the tenant  regarding the payment of re la ted proper­
t y  c o s t s .  

6 .  LeasessubjecttoCert i f icateof  Need approval must have t h a t  
approvalbefore a r a t e  is  determined. 

7 .  I fr en to rl easecos t sinc reaseso le ly  as a r e s u l t -ofchange 
i n  ownership,theresul t ingincrease whichexceeds thea l lowablecapi ta lcos t  
ofthe owner ofrecordasofJuly18,1984, or inthecase  of a f a c i l i t y  
which en teredthe  program a f t e rJ u l y1 8 ,  1984, t h e  owner a t  thetime of t h e  
i n i t i a l  e n t r y  i n t o  t h e  Medicaidprogram, s h a l l  b e  a non-allowablecost. 

(F)  Taxes. Taxes levied on orincur red  by providersshal lbeal lowable 
cost  areas  with the except ions of  the fol lowing items: 

1. F e d e r a l ,s t a t eo rl o c a l  incomeand excessprof i ttaxesinc lud­
ing any i n t e r e s t  and pena l t i e s  pa id ;  

connection financing, or2 .  Taxes in with refinancingrefunding 
operationssuchastaxes on theissuanceof  bond, propertytransfer ,issuance 
o r  t r a n s f e r  of s tocks ;  

3 .  Taxes f o r  whichexemptions a r ea v a i l a b l et ot h ep r o v i d e r ;  

assessments on land represent4 .  Special which capital  improve-
These shal lcapi ta l ized and depreciated thements .  costs  be over  per iod 

during which theassessment is  scheduled t o  be paid; 

5.  Taxes on property which is  not a p a r t  of theopera t ionofthe  
provider ;  

6 .  Taxes lev iedwhich are  aga ins t  a res ident  and co l l ec t ed  and 
remit ted by theprovider ;  and 

7 .  Self-employment (FICA) taxesappl icabletoindiv idua lpropr ie ­
tors, pa r tne r so r  members of a j o in tven tu re  t o  theextentthetaxesexceed 
the  amount which would havebeenpaid by the provider  on the allowable compen­
s a t i o n  of thepersons had theproviderorganizat ionbeenanincorporated 
rather  than unincorporated ent i ty .  

of Revenue Bond and Tax Levies by District and( G )  Issuance County 
F a c i l i t i e s .  Those nursing home d i s t r i c t s  andcounty f a c i l i t i e s  whose funding 
is throughtheissuance of revenuebonds, t h a t  i n t e r e s t  which i s  pa idperthe  
revenue bond w i l l  beanallowable cost item. Depreciation on thep lan t  and 
equipmentof t hesefac i l i t i e ssha l la l sobeana l lowab le  cost item. Any t a x  
l e v i e s  which a r e  c o l l e c t e d  by nursing home d i s t r i c t s  or county homes t h a t  are 
suppor tedin  whole o r  i n  p a r t  by these  levies w i l l  not berecognizedas a 

Supersedes. TN# Approval datejun O 6 2001 
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revenueoffsetexcepttotheextentthatthefundsareusedfortheactual  
operat ion of t h e  f a c i l i t y .  

( H )  ValueofServicesof Employees 

fo rth i s  t he1. Except as p rov ided  in  ru l e ,  va lue  of se rv ices  
performed by employees i n  t h e  f a c i l i t y  s h a l l  beincludedasanallowablecost 
a r e at ot h ee x t e n ta c t u a l l y  compensated, e i t h e rt ot h e  employee o rt ot h e  
supplying organizat ion.  

2 .  Servicesrendered by volunteerssuchasthoseaf f i l i a tedwi th  
the  American Red Cross ,hospi ta lgui lds ,auxi l ia r ies ,pr iva teindiv idua ls  and 
s imi l a ro rgan iza t ionssha l lno t  beincludedasanallowablecostarea,asthe 
se rv ices  have t r a d i t i o n a l l y  beenrendered on a purelyvolunteerbasiswithout 
expectat ion of anyform ofreimbursementby theorganizationthrough which 
the  se rv ice  is renderedor by the person rendering the service.  

3 .  Services by p r i e s t s ,min i s t e r s ,r abb i s  and s imi la rtypeprofes­
s i o n a l ss h a l l  beanallowablecostarea,providedthattheservicesarenot 
of a r e l ig iousna tu re .  An exampleofan al lowablecostareaunderthissec­
t i o n  wouldbe a necessaryadministrativefunctionperformed by a clergyman. 
The s t a t e  will notrecognizebui ldingcosts  on space set a s idep r imar i lyfo r  
professionalsproviding any religiousfunction.Costsforwardrobe and simi­
l a r  items likewiseareconsiderednonallowable 

( I )  FringeBenefi ts  

1. LifeInsurance 

A .  Typesof insurance which are notconsidered an allowable 
cos ta rea ;  premiums r e l a t edtoinsu rance  on t h el i v e s  of o f f i c e r s  and key 
employees arenotallowablecostareasunderthefollowingcircumstances:  

( I )  Where, upon thedea th  ofan in su redof f i ce ro r  key 
insuranceemployee, the proceeds are payabledi rec t lytotheprovider .In  


t h i scase ,thep rov ide r  is a directbeneficiary.Insurance of t h i st y p e  is  

r e f e r r e d  t o  as key-man insurance; and 


(11) Where, insurance on t h el i v e s  of o f f i c e r s  i s  volun­
t a r i l yt akenou taspa r t  of a mortgageloanagreemententeredintoforbuild­
ingconstruct ion,  and upon thedea th  of an insuredoff icer ,theproceedsare  
payab led i r ec t lytothelend ingins t i t u t ionas  a c red i taga ins ttheloan  
ba lance .Inth iscase ,theprovider  is  an i n d i r e c tb e n e f i c i a r y  

B.  Typesof insurance which areconsidered an allowablecost 
a rea  

( I )  Where c r e d i tl i f ei n s u r a n c e  is required as par tof  a 
mortgage agreement. An example would be grantedloan insurance on loans 
under certain f ede ra l  programs;and 

(11) Where t h er e l a t i v e ( s )  or estate ofthe employee, 
stockholders,excluding partners and p ropr i e to r s ,  is thebenef ic ia ry .  This 

State Plan TN# 91-48 effective Date 
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type of insurance is considered to be a fringe benefit and is an allowable 

cost area to the extent that the
amount of coverage is reasonable. 


2, RetirementPlans 


A. Contributions to qualified retirement plans for the bene­

fit of employeesexcludingstockholders,partnersandproprietorsofthe 

provider shall be allowable cost areas. Interest income from funded pensions 

or retirement plans shall be excluded from consideration in determining the 

allowable cost area. 


B. Amounts funded to pension and retirement plans, together 

with associated income, shall be recaptured if not actually paid when due, as 

an offset to expenses
on the cost report form. 


3 .  Deferred Compensation Plans 

A.Contributionsforthebenefitofemployees,excluding 

stockholders, partners and proprietors, under deferred compensation plans 

shall be all allowable cost areas when, to the extent that, the costs are 

actually paid by the provider. Deferred compensation plans must be funded. 

Provider payments under unfunded deferred compensation plans will be consid­

ered as an allowable cost area only when paid to the participating employee 

and only to the extent considered reasonable. 


B. Amount paid by tax-exempt organizations to purchase tax­

sheltered annuities for employees shall be treated as deferred compensation 

actually paid by the provider. 


C.Amountsfundedtodeferredcompensationplanstogether 

with associated income shall be recaptured if not actually paid when
due, as 

an offset to expenses on the cost report form. 


(J) Education and Training. Expenses 


1. The cost of on-the-job training which directly benefits the 
quality of health care or administration at the facility shall be allowable. 
Off-the-job training involving extended periods exceeding five(5) continuous 
days is an allowable cost item only when specifically authorized in advance 
by the department. 

2. Costofeducationandtrainingshallincludetravelcosts 

incidental thereto but will not include leaves of absence or sabbaticals. 


(K) Organizational Cost Items 


1. Organizational cost items may be included as an allowable cost 

area on an amortized basis. 


2. Organizationalcostitemsincludethefollowing:legalfees 

incurred in establishing the corporation or other organizations; necessary 

accounting fees; expenses of temporary directors and organizational meetings 

of directors and stockholders; and fees paid to statesof incorporation. 
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3 .  Organizational costs shall be amortized ratably over a period 
of sixty (60) months beginning with the dateof organization. When the pro­
vider enters the program more than sixty(60) months after the date of organ­

ization, no organizational costs shall be recognized. 


4 .  Where a provider did not capitalize organizational costs and 
has written off such costs in the year they were incurred, the providercan­

not retroactively capitalize any part of these costs under the program. 


5. Where a provider is organized within a five (5)-year period 

prior to his entry into the program and has properly capitalized organization­

al costs using a sixty (60)-month amortization period,no change in the rate 

of amortization is required. In this instance the unamortized portion of 

organizational costs is an allowable cost area under the program and shall be 

amortized over the remaining part of the sixty (60)-month period. 


6. For change in ownership, after July 18,1984, allowable amorti­
zation will be limitedto the prior owner's allowable unamortized portion of 
organizational cost. 

(L)  Advertising Costs. Advertising costs which are reasonable, appro­
priate and helpful in developing, maintaining and furnishing services shall 
be an allowable cost area. The costs must be common and accepted occurrence 
in the field of the activityof the provider. 


(M) Cost of Suppliers Involving Related Parties. Costs applicable to 

facilities, goods and services furnished to a provider by a supplier related 

to the provider shall not exceed the lower of the cost to the supplier or the 

prices of comparable facilities, goods or services obtained elsewhere. In 

the uniform cost reporta provider shall identify suppliers related to it and 

the type-quantity, and costsof facilities, goods and services obtained from 

each supplier. 


(N) Utilization Review. Incurred cost for the performance of required 

utilization review for ICF/MR is an allowable cost area. . The expenditures 

must be for the purpose of providing utilization review on behalf of Title 

XIX recipient. Utilization review costs incurred for Title XVIII and XIX 

must be apportioned on the basis of reimbursable recipient days recorded for 

each program during the reporting period. 


(0) Minimum Utilization. In the event the occupancy of a provider is 
below ninety percent (90%)  the following cost centers will be calculated as 
if the provider experienced ninety percent (90%)  occupancy: laundry, house­
keeping, general and administrative and plant operation costs. In no case 
may costs disallowed under this provision be carried forward to succeeding 
periods . 

(P) Nonreimbursable Costs 


1. Bad debts, charity and courtesy allowances are deductions from 

revenue and are not to be included as allowable costs. 


2.  Those services that are specifically provided by Medicare and. - 


Medicaid must be billed
to those agencies. 
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3. Anycostsincurredthatarerelated to fund drives are not 

reimbursable. 


4 .  Costs incurred for research purposes shall not be included as 
allowable costs. 

5 .  The cost of social services provided under contract or subcon­
tract is specifically excluded as an allowable item. 

6. Any costs of litigation or attorneys' fees incurred by a pro­

vider of service shall not abereimbursable cost except to the extent permit­

ted by this part or other specific provisions of the regulation. Cost of 

litigation against the state, including attorneys' fees, when the litigation 

is reasonably related to the care of recipients and the provider prevails, 

are reimbursable costs. Attorneys' fees incurred in labor negotiations, and 

labor disputes are reimbursable. All of the attorneys' fees except those 

allowed by specific provisions of this regulation are non-reimbursable costs. 


( Q )  Other Revenues. Other revenues, including those listed that follow 
and excluding amounts collected under paragraph (5 ) (A)8 .  will be deducted 
from the total allowable cost, and must be shown separately in the cost re­
port by use of a separate schedule if included in the gross revenue; income 
from telephone services; sale of employee and guest meals; sale of medical 
abstracts; sale of scrap and waste food or materials; rental income; cash, 
trade, quantity time and other discounts; purchase rebates and refunds; recov­
ery on insured loss; parking lot revenues; vending machine commissions or 
profit; sales from drugs to other than recipients; income from investmentsof 

whatever type; and room reservation charges for temporary leave of absence 

days which are not covered services under section (5) of this regulation. 

Failure to separately account for any of the foregoing specifically set out 

previously in this rule in a readily ascertainable manner shall result in 

termination from the program. 


1. Interestincomereceivedfrom a fundeddepreciationaccount 

will not be deducted from allowable operating costs provided such interest is 

applied to the replacement
of the asset being depreciated. 


2. Costcenters or operationsspecifiedbytheprovider,para­

graph (7)(R)3. of this section, shall not have their associated cost or reve­

nues included in the covered costs or revenues
of the facility. 


3. Restricted and unrestricted funds -


A. Restricted funds as used in this rule mean those funds, 
cash or otherwise, including grants, gifts, taxes and income from endowments, 
which must be used only for a specific purpose designated by the donor. 
Those restricted funds which are not transferred funds and are designated by 
the donor for paying operating costs will be offset from the total allowable 
expenses. If an administrative body has the authority to re-restrict restric­
ted funds designated by the donorfor paying operating costs, the funds will 
not be offset from total allowable expenses. 

B. Unrestricted funds as used in this rule mean those funds, 

cash or otherwise, including grants, gifts, taxes and income
from endowments, 
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t h a t  are g ivento  a providerwi thoutres t r ic t ion  by the  donor as  t ot h e i r  
use.Thesefundscanbeusedin any manner des i red  by theprovider  Howev­
er ,thoseunres t r ic tedfunds  which a renott ransfer redfunds  and a r e  used f o r  
paying operat ing costs  w i l l  be o f f s e t  from total  a l lowable expenses .  

funds as usedth is  a re  fundsC.  Transferred in  ru le  those  
through a legislativeappropriated or administrativegovernmental  body's 

a c t i o n ,s t a t eo rl o c a l ,t o  a s t a t eo rl o c a l  government provider .  The t r ans ­
f e r  canbes t a t e - to - s t a t e ,s t a t e - to - loca lo rloca l - to - loca lp rov ide r .  These 
fundsarenotconsidered a g r a n to rg i f tf o r  reimbursementpurposes,thereby 
having no e f f e c t  on the  provider ' s  a l lowable  cos t  under  th i s  p lan .  

(R)ApportionmentofCosts t o  MedicaidRecipientResidents 

1. A provider 'sal lowablecostareasshal lbeapport ioned between 
Medicaidprogram rec ip i en tr e s iden t s  and o t h e rp a t i e n t s  so t h a tt h es h a r e  
borne by t h e  Medicaidprogram is based upon ac tua lserv icesrece ived  by pro­
gram rec ip i en t s .  

2 .  To accomplish th i sappor t ionment ,thera t ioofrec ip ien tres i ­
dents 'chargestoto ta lpa t ien tchargesforthe  service ofeachancillary 
department may be appl iedtothecos tofth isdepar tment .  To t h i ss h a l lb e  
added thecos t  of rou t inese rv icesfo r  Medicaidprogram rec ip ien tres idents  
determined on thebasisof  a separateaveragecostper-diemforgeneralrou­
t i n ec a r ea r e a so ra tt h eo p t i o n  of theprovider  on thebas is  of ove ra l l  
rou t ine  care  a rea .  

3 .  So t h a t  i ts charges may beal lowableforuseinapport ioning 
cos t s  under t h e  program,eachprovidershallhaveanestablishedchargestruc­
t u r e  which i s  applieduniformlytoeachpatientasservicesarefurnishedto 
t h ep a t i e n t  andwhich i s  reasonably and cons i s t en t lyre l a t edtothecos to f  
provid ing  these  serv ices .  

4 .  Average cost  for routineper-diem general  services means t h e  
amount computed by d iv id ingtheto t a la l lowab lepa t i en tcos t sfo rrou t ine  
serv ices  by t h e  t o t a l  number of pat ientdays of carerendered by theprovider  
in  the  cos t - repor t ing  per iod .  

5. A p a t i e n t  day of care  is  tha tpe r iod  of servicerendered a 
p a t i e n t  between thecensus-takinghours on two ( 2 )  consecutivedays,includ­
ingthetwelve ( 1 2 )  temporaryleave of absencedaysper any period of s i x  ( 6 )  
consecutive months asspecif ical lycoveredundersect ion (5) of t h i sr e g u l a ­
t i o n ,t h e  dayofdischargebeingcountedonly when t h ep a t i e n t  was admitted 
t h e  same day. A censuslogshal lbemaintainedinthefaci l i tyfor  documenta­
t ionpurposes .  Census sha l lbet akenda i ly  a t  midnight. A dayofcarein­
cludesthoseovernightperiods when a r ec ip i en t  is  away from t h ef a c i l i t y  on 
a f a c i l i t y  sponsoredgroup t r i p  andremainsunder thesupervis ion and careof 
f a c i l i t y  p e r s o n n e l .  

6 .  ICF/MR fac i l i t i e stha tp rov ideIn te rmed ica re  CareServicesto 
Medicaid r ec ip i en t s  may e s t a b l i s h  d i s t i n c t  p a r t  cost c e n t e r s  i n  t h e i r  f a c i l i ­
typrovidedthatadequateaccountingand s t a t i s t i ca l  da tarequi red  t o  sepa­
ra te lyde terminethenurs ing  care cos t  of e a c hd i s t i n c tp a r t  is  maintained. 
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